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PROCEEDIL NGS

MR. LAY: Good norning. And | know we still have
a lot of people comng in, but I think we need to nove
ahead. | know everybody's got a fairly tight schedul e, and
today for the first tine we are streanming this neeting to a
nunber of other renote |locations, particularly London, New
York, Portland. | guess Calgary, also, is included in that
as well as back to sone of the desktops even over at our
headquarters buil di ng where we're using our new
comuni cations capabilities, and I want to congratul ate both
Enron communi cations group as well as our gl obal technol ogy
group that's nade this possible.

This norning we're going to tal k about the
financial highlights and recent devel opnents in the conpany.
"1l cover that here at the outset, then we'll have a little
busi ness unit update. Jeff Skilling will handle that, and
then Joe Sutton will come up to handle sone of the people in
culture activities that we have underway which are very,
very critical to our success. And I'll wap it up. And, as
usual, we'll have our Q and A session.

We have sone questions that were submitted in

advance, which kind of lets us at | east prepare sonme answers

for them Sonetines we use those prepared answers,



sonetinmes we don't; but, of course, we very nmuch wel cone the
questions fromthe floor. And | think you all have cards on
the chairs nearby, so be thinking if, during the
presentation, you want to ask sonething, go ahead and jot it
down and we'll get to that right after the presentation.

| ndeed, 1999 has turned out to be another great
year for Enron. Thus far this year our revenues are up
about 24 percent to just a little bit less than $30 billion
inthe first three quarters. W'Il| certainly end up the
year north of $40 billion, probably sonewhere in the $45
billion range, and we do think that this does reflect the
underlying growth in the conpany. GObviously, the net incone
and EBIT are even nore inportant, but certainly revenue
continues to reflect how rapidly we're grow ng our various
mar ket s around the worl d.

And, of course, net incone has grown very strongly
this year, up about 32 percent, just a little bit |ess than
$700 mllion after tax, net income for the first nine
nont hs. But we have sonmewhat nore shares outstandi ng
because of stock issues to raise capital to finance our
growm h busi nesses. So earnings per share is up about 13
percent, 87 cents a share. And let ne say we're well into

the fourth quarter now, and the fourth quarter's | ooking



good. We'll end up the year in good shape, will certainly
neet the street's expectations and again it will be a great
year for Enron and Enron's sharehol ders. And, of course,
all of you in this roomare also Enron sharehol ders.

I f you | ook at the individual businesses again,
the grom h has occurred pretty nuch across the board.
Transportation distribution, which is our regul ated
busi nesses, continue strong. They, obviously, don't grow as
rapidly as sone of the other businesses, but they do
continue to grow, up about three percent in EBIT thus far
this year. The |l argest profits in on the
conpany now, of course, is the whol esal e energy operations
and services business and, of course, through the first nine
nonths a little over a billion dollars of earnings before
interest and taxes. Let nme say, that's just about the |evel
of EBIT and that group for the full year |last year, so
they' ve made that sanme nunber in three quarters thus far
this year, up about 37 percent. |Its been running
consistently 35, 36, 37 percent growh, 38 percent growth
each and every quarter. And keep in mnd, this is a
busi ness that, for the nost part, Enron was not in 10 years
ago. Today it is our largest profit-center and grow ng very

rapi dly, and, of course, the markets in Europe are opening



up, as Jeff will talk about, and that's providing stil

addi tional strong growth for us; and we're now beginning to
| ook at the Japanese market, a brand new market where the
government has announced they're going to begin opening

el ectricity business there first with industrial narket,
open it up to conpetition.

Retail energy services, one of our newest
busi nesses again the loss there is narrowing. W fully
expect that to be a positive in the fourth quarter this
year, and we expect that to contribute significantly to our
net income next year. Again, strong growth, which Jeff wll
tal k about. They've had a fabul ous year and, certainly,
have confirmed that this is a big business for Enron, a very
fast-grow ng busi ness for Enron, and a great growth business
for the future.

Expiration and production, of course, we sold our
ownership or nost of our--we sold our ownership interest in
Enron G| and Gas Conpany. W did keep the internationa
assets in both India and China, but we sold the remaining
interests in the third quarter, so, of course, and, of
course, it's been running sonmewhat behind [ ast year's
performance in any event. But that makes the unfavorabl e

compari son even sonewhat greater. But overall, the total



EBIT thus far this year, about $1.5 billion, up about 24
percent; recurring net incone up 32 percent, and after tax
net income, of course, very, very strong.

So a very, very strong year for the conpany thus
far. And, as | said, we have every expectation that the
fourth quarter will solidify that performance and put us in
good shape for another strong growh year next year.

This is kind of an interesting slide which Jeff
and | both have used a nunber of tines, but if you want to
kind of |ook at what's happened to Enron this decade as
conpared the businesses that we were in at the start of the
decade, but the pipeline average this year, which would be
the nore or | ess pure pipeline conpanies, natural gas
pi pel i ne conpani es, their sharehol ders have seen about a 74
percent increase in stock price this year--or this decade.

If you look at the E and P conpanies, this has
been a tough decade for the expiration, production
conpani es, a very tough decade. But that group overall,
nmean on the average overall, taking all of them- and then
these are mainly the bigger conpanies, not the real snal
conpani es whi ch probably even did worse than this, their
shar ehol ders saw about a 20 percent increase in stock val ue.

And, of course, the utility business which we're



somewhat involved with, particularly through our electricity
busi ness. Their sharehol ders have seen about a 55 percent
increase in stock price this decade. But the Enron

shar ehol ders--and again, as we had started this decade, we
were basically a pipeline and then an E and P conpany-- but
Enron sharehol ders have seen about a 454 percent return this
decade.

So, obviously, the changes in the conpany, the
transformati on of the conpany into |argely a deregul ated
company, a company pursuing nmarkets that are deregul ating,
has, in fact, given our sharehol ders very, very strong
performance, and we think, in fact, we're positioned to give
an even stronger performance as we nove into the next
decade.

And, of course, obviously, particularly as the
price is kind of |eveled off and sagged and gone back up and
back and forth over the |ast couple of nonths or so, | get a
| ot of concern: Well, what's happened to our stock price?
Wiy aren't we doing better? Wiy aren't we doing better?
Well, and | agree with that. W should be doing better,
and, indeed, we will do better. O course, we may get into
this Q and A, but right now we're going through kind of a

period when a | ot of pension fund managers are dunping



energy stocks, particularly natural gas stocks and so forth.
But, indeed, for this year, if you just take this year
al one, our sharehol ders have had a total return of about 38
percent that conpares with about a 17 percent for the S&P
500. This takes all of the large conpanies in the U S, and
about a 12.5 percent return for our peer conpani es,
conmpani es that | ook sonething |ike we do.

So our sharehol ders, including us, have really had
a good year. |It's never quite good enough, and | understand
that. And, certainly, I'ma little frustrated, and | think
Jeff and Joe are a little frustrated, that we're lot a
little higher priced right now But we've had a good year.
And, of course, you take the |ast two years we've basically
seen our stock price double. Two years ago, our stock price
on a pre-split basis was about 38. O course, it ended up
the year at about 40, and, of course, today after the split
it's back to about 38. So we just about doubled the price
in tw years. So we're doing okay. W could always do
better, and we will do better, but we're doing okay.

One maj or transaction we announced here recently,
of course, was the agreenent to sell Portland Genera
El ectric. The buyer is, of course, Sierra Pacific

Resources, a large utility out in Nevada, purchase price



about $1.2 billion, slightly above what we paid for Portland
General Electric, just--or agreed to pay for--just about
three years ago. W closed on it about two and a half years
ago. And we think that this will take--of course, it's been
approved by the boards of both conpanies--it will now take
nine to twelve nonths to work through all of the regulatory
approval s, but we indeed have every expectation that it wll
be cl osed by sonetinme in the second half of next year.

And it will free up about $2 billion in cash for
us to redeploy into our other businesses. At the tinme we
purchased it, it was very critical to our electricity
strategy. It was very necessary for us to becone a mgjor
player in the electricity markets. There were a |ot of
capabilities there we needed. O course, that market is now
matured significantly in the last three years. W're now
able to provide all of the products and services that we
provi de wthout owming a utility, and we're now able to take
that capital and redeploy it into faster-grow ng and
hi gh-return busi nesses.

Wth that, I'd like to turn it over to Jeff and
| et himconme up and tal k about the various business units.

MR. SKILLING Thanks, Ken. [I'd like to just as I

start off reinforce what Ken said when he canme up here to
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begin wwth. W're actually streamng this video for the
first tine to a nunber of our renote |locations, so |I'd |ike
to say hello to London, Portland, Cal gary, and New YorKk.
And, as | understand it, we're sending this on ECl's
network, so if it's not crystal clear, we know who to cal
when we're done here.

So let me go through very quickly with the
busi ness unit update. As Ken said, we had a great quarter
in the third quarter, and things are progressing just
wonderfully in the fourth quarter. Let me just go through
each of the individual businesses. Four categories of
performance or four categories of businesses are
transportation and distribution business, which is our
natural gas pipeline group and el ectric generation,
transm ssion, and distribution activities. Wol esal e enerqgy,
whi ch, as Ken nentioned, really didn't exist in Enron nore
than 10 years ago, but it's our worl dw de energy narketing
and price risk managenent services, and a range of
i nvestments in devel opnent, construction, and operation of
energy and other types of assets around the world.

Qur new retail energy business which was started
about three years ago, Enron Energy Services, which is

provi di ng conprehensi ve energy outsourcing for industria
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and comrerci al and users, and then our new business
comuni cations which is a high band with network, which
enabl es
e-commerce activities around the world. Let ne go through
each of these just very quickly.

First, our transportation and distribution
busi ness. Now, our gas pipeline group continues to find
good investnent opportunities. As we've nentioned in the
past, the gas pipeline group is one of our highest return on
equity businesses. W earn a very high rate of return on
our investnent in the gas pipeline group, so it provides a
solid earnings, strong cash flow. But, in addition to that,
Stan and his group continue to find opportunities to expand
t he networ k.

Probably the star in the expansion is Florida gas
transm ssion. W have two new expansi ons underway in
Fl ori da. The conbi ned expansions w || increase our capacity
into Florida by 40 percent between now and the end of the
year 2002. So continued strong growth in the Florida
mar ket s, and Enron finds ways to continue to expand that
networ k and expand the earnings and cash fl ow generations
from the business.

Qur whol esal e energy operations and services, this

12



Is an interesting chart. It shows a nunber of things that
are going on in the business that | would Iike to address.
The right side of the chart shows year-to-date vol unes of
natural gas, of power, and crude and liquids. And you see
sone really interesting things going on on the right-hand
side. The left-hand side is third quarter, and you see sone
even nore interesting things going on in the third quarter.

Let me make a couple of points about this: First,
we continue to see over the nine nonths and the | ast quarter
very, very strong growh in our gas sales. |In fact, our gas
sales were up a total of about 16 percent our third quarter
of 1999 over 1998. That continues to be strong grow h,
whi ch neans we continue to gain significant market share in
our natural gas whol esal e busi nesses. That is great.

If you look at the third-quarter electricity
sales, a very interesting market environment going on in
electricity in North Arerica. |1'll talk about Europe in
nore detail in just a mnute, but in North Arerica we saw
sonme of the nost troubl ed whol esal e power nmarkets that we've
seen. There was a trenendous anmount of volatility and
instability in the marketplace, and because of that a | ot of
peopl e pull ed out of the markets. W have a nunber of

conpetitors that have abandoned the market; we have a nunber
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of conpetitors that have now significantly ratcheted down
their activities in the marketpl ace.

We pulled in our horns a little bit during the
sumer to produce vol unmes, which is what you see there in
the 1999 third-quarter nunbers because it was so unstable.
But, in fact, because of the unstable conditions and high
volatility, our earnings performance in the quarter from
power marketing was actually higher than it was in the third
quarter of 1998. So we continue to see strong earnings
growh there. 1It's nmy expectation that we'll see growth
again resune in the power marketing volunes, and ny
confidence in that, | think, shows up in this chart.

This chart shows quarter by quarter our power
mar keti ng volunmes in North Arerica. And what you can see is
there is a clear continued upward trend in volunmes. W
didn't have as strong a third quarter as we had in the third
guarter of 1998; that was a very unusual quarter for us, a
great quarter for us in 1998, but we continue to see strong
gr owt h.

Al'l of the powerful forces that are occurring in
the North Anerican markets for power are noving in Enron's
direction. W're seeing continued di saggregation of the

electric utilities. What that neans is they're selling off
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their generator business, separating their transm ssion

busi ness, separating their distribution business, which
nmeans that you have nore players in the nmarketpl ace that
need to buy and sell power fromthe whol esal e markets, which
shoul d benefit Enron. That's one major trend that's
occurring.

The second major trend that's occurring is that
we' re seeing the devel opnent of nore nerchant power
facilities. 1In the old days, all the power plants were
built by the electric utilities. Today, virtually all of
the power plants are built by nonregul ated conpanies. All
of those facilities are going to be selling their power into
t he open whol esal e markets. That increases our ability to
make noney and to transact business. So the trends, |
think, are clearly positive for Enron. W have a very
strong market position in North America, and we woul d expect
to see very strong continued growt h.

"1l also just nention that we continue to see and
see even nore |inkages between all of our businesses at the
whol esal e level. Natural gas is really the center of what
we do. Qur strength in natural gas really drives our
strength in nmany of the other products that we operate

within; but we saw a ot of activity in gas this sumrer as
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peopl e were concerned about the w nter being cold.

Now t hey' ve stopped bei ng concerned about that
right now, but in the third and second quarters a | ot of
activity as people were trying to | ock up gas supplies, a
| ot of people concerned that all these new power plants that
are going to come on are not going to have gas supplies. A
ot of activity in natural gas at a tine when power activity
was declining. So we're seeing all sorts of inner
rel ationships | think that strengthen Enron's position in
t he mar ket pl ace.

W' ve continued to make progress in building our
network in North Anerica, and I'l|l nmention in Europe in just
a mnute. The network as we've defined it, the network that
we use to create our whol esal e markets for natural gas and
el ectricity, rest on the base--on a base of physical assets:
pi pelines, power plants, different positions that we have in
physi cal assets that support the devel opnent of the network.

We | ayer on top of that access to other people's
assets. We try to get |everage fromour assets by getting
access to other people's assets, and then we nmake markets.
And by conbining all those things, we're able to package a
| ower cost service, conmodity service for our custoners,

t han our conpetitors can, and we continue to make progress
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on each of these levels as the business unfolds.

For exanple, in North Anmerica at the physi cal
asset level, we added | ast summer 1300 negawatts of peaking
capacity to support our activities. W are |ooking for and
are finding a nunerous--a nunmerous nunber--a | ot of
opportunities to identify and devel op additional plant sites
because there is a need for this capacity to buffer the
systemfromthe types of shortages and ill-liquidity that we
saw | ast sunmmer.

We have additional peaking capacity of over 1500
megawatts currently under construction in the Mdwest, and
now we' ve got anot her 3500 negawatts of additional assets
that are in the process of being devel oped. So 1300
nmegawatts canme on | ast sumrer, we'll bring 1500 nmegawatts on
this upcom ng sumer, and we got 3500 negawatts that will be
comng on the follow ng sumer or the summer after that. So
we continue to add onto that physical asset base for our
network to nake it better as tine goes on.

We continue to develop relationships to get access
to other people's assets as well. A big contract that was
announced in the third quarter of this year was with a
conpany cal | ed Peopl es Energy outside of Chicago. Peoples

is the natural gas distribution conpany for Chicago. W
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announced three conponents of a relationship with that
conpany.

The first one is a |long-term gas supply agreenent.
W will be delivering 270,000 [270 mIlion] cubic feet of
gas supply to Peoples over the next five years, which is
about 10 percent of all the gas that's consuned in the
Chi cago market area, but then, in addition to that, we wl|
be optim zing for Peoples their physical asset position,
their storage positions, transportation comrtnents, and so
on and so forth which allow us, when they' re not using those
assets, to use those assets to help build our business with
ot her custoners in the Chicago area.

In addition to that we announced anot her contract
that is under, currently under, negotiation to create a
joint hub services concept with Peoples that will provide
addi tional services to participants in the market in the
Chi cago area. And we have al so signed an agreenent where we
will be supplying wholesale electricity to Peoples's
subsidiary that wll be selling electricity and natural gas
to their custoners. So we continue to announce a nunber of
rel ati onshi ps with conpani es that strengthen our position in
t he mar ket pl ace beyond the physical asset base that we have.

| don't have a chart here on this in this
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presentation, but the third |l evel that we tal ked about,

mar ket maki ng, as you know on Novenber 29th, which was
Monday, we kicked off Enron On Line, which is a direct
Internet program Internet systemthat allows our custoners
to transact directly with Enron over the Internet. W had
50 transactions on Monday. | think we had 56 on Tuesday.

Now, there's an awful lot of interest in this.
It's, in ny opinion, a much better way to transact business
bet ween oursel ves and other counter-parties in the whol esal e
business. And we think that that will enhance our ability
to make markets. So at each |evel --physical assets,
rel ati onships are getting access to other people's assets,
and nmaki ng mar ket s--we' ve made trenendous progress over the
| ast quarter. That's in North Ameri ca.

Let ne nention Europe. Very, very interesting
devel opnents going on in Europe as that narket opens up for
conpetition. This picture just shows the network that we're
devel oping in Europe which is very simlar to the network
that we have in North Arerica. | think the inportant point
to take away fromthis chart is we have an awful | ot going
on in Europe. As you renenber, our first exposure or
activity in Europe was the U K W, subsequently, noved

into the Nordic markets as those narkets opened for
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conpetition.

The continental market is now opening up.
Conti nental Europe is opening up, and there is a trenendous
opportunity in continental Europe to build Enron's market.
Let nme give you a sense for how quickly this is occurring.

This chart shows European vol unes, natural gas and
power on the left side and the nunber of transactions on the
right side. The nunber of transactions | think is very
i nteresting because we're seeing very strong continued
growh in those first two markets that we entered that |
menti oned. The United Kingdom we al nost doubl ed
transacti ons vol unes between the third quarter of 1999 and
the third quarter of 1998.

In the Nordic region, we nore than doubl ed vol unes
the third quarter of 1999 to 1998. And the continent al
mar kets whi ch are now openi ng up, we were up by a factor of
15, which is 15 tines the transactions third quarter of 1999
that we did in the third quarter of 1998. This is a very
prof ound change in the marketplace. It's opening very
quickly; it is an enornous market. The European nmarket in
aggregate is about as big as the North Anerican market, and
| think at this point Enron is the best position conpany in

that market to gain market share and to have a significant
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role in the evolution of the whol esal e narkets as they open
up.

On the continent itself, we are actively naking
markets within the Dutch, German, Austrian, and Swi ss
physi cal markets. Wen they opened the markets in Gernmany
earlier this year, people thought it would be a very sl ow
progression. It has been amazingly fast as the Gernan
mar ket s have opened. Prices have col |l apsed for whol esal e
power in Central Europe as they markets have opened for
conpetition, and Enron is one of the major factors in
creating these markets, bringing better prices and better
services to our custoners.

We are making forward markets at nost European
border points. W are the |eading participant in the
Anst er dam Dani sh power exchanges. W're executing long-term
and full requirenent supply contracts in a nunber of the
mar kets, and we're creating some ground-breaking
transactions in even sonme of the |less mature markets, the
Pol i sh market, Czech market, Austrian and Spani sh narkets.

In power itself, this gives you a sense of just
the nmonentumthat's building, transactions on the continent
went from414 in 1998; we're estimating this year that we'l

do over 8,000, so an increase of alnbst 20 tines. Vol unes
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from25 mllion megawatt hours to 30 mllion nmegawatt hours,
a nunmber of counter-parties from44 to 100. So we're
expecting in the year 2000 to nmake conti nued significant
progress. W' re seeing some very positive changes in the
mar ket pl ace even as it opens up.

For exanple, in Germany they're revising the
transm ssion rules, which should be beneficial for our
entering the narkets in a bigger way. W're conpleting, or
hope to conplete, French, Belgian, Italian transm ssion
regi mes, and the French governnment just turned down their
electricity restructuring bill last week. In some ways that
may be positive because it was as very hard-fought battle.
The European Comm ssion is now suing or taking |egal action
agai nst the French to enforce the opening of the nmarkets in
France, so this is really heating up. A lot of activity,
and Enron is in there in all those |ocations prodding the
process al ong.

There's the launching of at |east one futures
contract next year, and we woul d expect that as these
mar kets begin to consolidate and begin to open up and
transact with each other, we, sa the only real Pan-European
pl ayer, should see sone significant opportunities for that

mar ket .
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So North Anmerica continued progress, good vol une
growt h expectations for the future. Europe is just
absol utely expl oding as those markets open up for
conpetition. But in other places in the world--in India,
great quarter and great year in India. Phase 1 of Dabur
[ Dabhol } is in operation generating power. Phase 2 is
financed and is under construction. They are pouring
concrete right now W have secured the L and G supply to
fuel that facility as we convert to L and G and the
remaining L and G we'll have nore capacity to gassify L and
G than we will actually consune at the power facility, so we
are building a pipeline along the west coast of India to
nove that additional gas to custoners, industrial custoners
al ong the west coast. The nane of that project is Mt-Gas.
But it is under devel opnent. W are expecting comerci al
operation in the year 2002, and we are actively out
acquiring contracts for sale of gas. So we, | think, are
creating in India the same type of network market that we've
seen in North Anerica
and Eur ope.

One other area |I'd just like to nention: as it
was announced a few weeks ago, Kurt Hanneke (ph) has

repl aced Tom Wi te as chairnman and CEO of Enron Renewal
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Energy, which is a parent of Enron Wnd Corp. Tomis now
devoting all of his time to energy services which is,
obvi ously, growi ng very quickly. Kurt and Ken Carris (ph)
are working with all their business unit |eaders to ensure
that Wnd becones a conponent of all of our businesses
around the world.

But we just had sone really good news out of
Washi ngton. They extended the tax credit for Wnd Energy by
an additional 30 nonths which should have, | think, a big
i npact on devel opnment of Wnd facilities in North Anerica in
the United States over the next several years. So the

busi ness is | ooking very strong as we nove forward in tine.

Retail. Retail business, we nentioned, as Ken
mentioned, is just rockin' and rollin'. They' re having a
very good year this year. They will go earnings-positive

this quarter. That's what we had prom sed the anal ysts
we're going to be there, and | think we're on a great
trajectory for future gromh in earnings and vol une.

This chart shows the total contracts that have
been executed by EES over the |l ast couple of years. In
1997, we did $1.2 billion of contracts. |In 1998, we did
$3.8 billion of contracts. By the end of the third quarter

of 1999, we have done $5.9 billion of contracts. W have
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told the marketplace and the analysts that we would hit $8
billion this year. W will exceed the $8 billion
contracting volune this year, and we're | ooking toward next
year. But we're going to be [beat] the contracting nunber
that we told the narketplace for this year, we're going to
be earni ngs-positive the fourth quarter, which is what we
told the marketplace, and we're on a good trajectory noving
forward. So really a great success story, and | think this
is part of the reason we've had strong stock perfornance so
far this year, and | think will help us in next year as
wel | .

| just want to nention just a m nute about the
kind of network that's being created nowin this
mar ket pl ace, in the retail marketplace. This chart shows
just four of the contracts that we have signed recently:
Owens-Corning, which is a fiberglass manufacturer; a health
care conpany; Suiza, which is a dairy; and Sinon, which is a
real estate investnent trust that owns shopping centers
around the country.

You can see there Omens had 20 facilities in 14
states. The health care conpany had 28 facilities in 17
states. Suiza 85 facilities in 22 states. And Sinon 252

properties in 36 states. Those are plotted on the map, and
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that map overl ays sites where we have people, where we have
Enron people in the field who can now go into those
facilities, re-engineer the equi pnment that they have that
use energy to reduce their energy consunption, help them cut
their costs, cut consunption of electricity and natural gas,
and create value for the custoner and create value for

Enr on.

But you can see we are going to start building a
very, very powerful network with scale in key cities and key
| ocations around the country, which will put us in a very,
very strong position to serve our existing custoners and to
serve new custoners. So as we nove fromthe sales side of
t he busi ness, which is what we've been in, the node we've
been in for the last couple of years, into the execution
side of the business, actually getting out, hel ping our
custoners do their business better, we have in place a very
strong network to acconplish that, and that network will be
exerci sed very hard over the next year. But, anyway, retai
busi ness conmng along great. | feel really good about it.

Let me nmention the conmuni cations business just
for a second. This chart is kind of hard to see, and |
apol ogi ze for that, but we're trying to help our enployees

and hel p our investors understand what our approach is and
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what we're trying to do in the communications busi ness, and
| think this lays it out reasonably quickly. | know you
can't see it, but let nme see if | can describe it.

(Laughter)

If you look at that little blue thing that's up
there in the left-hand side, it kind of lays out the various
di mensi ons that you can conpete on in the comuni cations
busi ness. And you can't read it, but what it shows there is
there are really four places in communi cati ons where we can
conpete: W can conpete in |local access--local access is
basically getting fromthe whol esale | ocations out to the
end-use custoner. The analogy in the gas and electric
busi ness woul d be the distribution conponent, the last mle
of the system Local access is one place we could conpete.
That's where AT&T is buying wirel ess conpani es and cabl e
conpanies. The |ocal tel ephone conpanies |ike Southwest
Bell own the wires, that sort of thing, but that's one pl ace
where we can conpete in comrunicati ons.

Anot her one is the long haul transport, which is
t he next conponent over there. That's the long lines, |ong
di stance, the band w dth conponent of the system Network
managenent, once you have the network in place, there's an

i ncredi bl e amount of activity involved in just managi ng the
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network, directing the band wi dth and ensuring that people
are billed for it, maintaining it, thinking about ways you
can optim ze novenents across the network. That's anot her
area, the third one.

And the fourth one is an applications. A way of
t hi nki ng about this is that once you have all that stuff,
you're using it for sonething, and there are conpani es that
go out and hel p people do video conferencing, or help people
set up call centers, that sort of thing. And those are the
di fferent places where you can conpete.

On the right side of this little box-- which you
can't see either--it shows the different |levels in each of
t hose conponents where you can conpete. One would be either
in voice--voice is the slowest, the | east anount of band
wi dth. But again, there's voice at |ocal access, |ong haul
net wor k managenent, and applications. There are | ow band
wi dth applications. Low band wi dth applications m ght be
Internet applications, you know, where you' re sending a
page, a web page to people.

And then there are high band wi dth applications.
H gh band wi dth applications would be what our
comuni cations people call band wi dth hog applications. And

hog applications are typically things where you' re sending a
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| ot of data, very dense data |like video. So if you're
sending a video signal, it chews up a |ot of band wi dth.
There's a lot of information that has to be transferred to
construct the video picture at the other end.

Enron is conpeting in a very narrow slice of this
mar ket pl ace. W are not conpeting in voice. W are not
conpeting in | ow band width. W are focusing on the very
hi gh band w dth applications. This is the future because
this is where the marketplace is going. People want to add
vi deo, and you want to be able to call up a web site on
Enron and have a button you push where you can actually see
Ken Lay giving the interview of what's going on in the
busi ness and a tour of the building. And that's the sort of
thing that will really enhance the Internet experience.

That requires incredi ble amunts of band wi dths, so we focus
strictly on the high band wi dth area.

We have no interest in the last mle, this |ocal
access conponent. It's very highly capital intensive,
requires digging up a lot of streets in Houston to nake a
| ot of people very angry, and we don't want to get into that
busi ness.

We have a | ong haul transport component. W

basically have a 12,000-mle fiber network that's in place
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right now W got it very, very cheap. W got in at just
the right time where we were able to build a small anount of
capacity, and we traded capacity and sold capacity so that
our net cost is virtually nothing for that network, for that
fi ber network. So we have a fiber network, |ong hau
networ k, and we have about as nmuch I ong haul fiber as we
need. W've got a |lot of band width capacity, so we' ve got
the capital intensive piece pretty nuch done with. W' ve
got that done.

Where we're focusing--where we're focusing is on
t he network managenent and applications side. There's as
| ot of very sophisticated software on network managenent
that can add a ot of value to the networks. That's what
Enron's focusing on. W acquired a conpany cal |l ed Modul us
that has that capability, but they're really building the
capability. Enron applications, we're hel ping custoners
really do sonmething with this band width, help themset up
web sites that can use video, stream ng video from
presentations like this to nultiple sites around the world
using the Internet.

Those are the types of things that require a | ot
of highly talented people to provide service for the

custoner, but that's where we're focusing the comuni cations
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busi ness. So when people ask, well, why is Enron getting
into the conmuni cati ons business, we are in a space there
where there are not a |lot of conpetitors. This is a place
where we, as Enron, can created, | think, a lot of value for
our shareholders, and it's a place where we don't think
there's a whole | ot of conpetition.

But it's a place where we think there is a | ot of
growh, and to give you a sense for this, if you take that
pi ece of the market, that high band wi dth nmarket where we're
provi di ng high band wi dth services to custoners and network
services, you can kind of estimte how nmuch noney is spent
on that, and how that's going to grow in the future by just
| ooki ng at how people use the Internet. Let nme walk you
t hrough this thing.

In terns of Internet connections, you know, to try
to figure out the overall market size, worldw de there are
about 200 mllion Internet connections. Two hundred mllion
screens or pairs of eyeballs that attach to the system The
average user today is on the screen for about 10 m nutes;
it's not very long. The average access speed is slow.
They're not getting a |lot of fast data, not a whole |ot of
band wi dth is being pushed into those screens. And the

price per mnmegabyte, the price the people are paying for that
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band width is pretty high because there are still capacity
constraints in the system

So if you just go through the whole thing in the
conversion factor, the total market size today for the
mar ket where we conpete in that little sliver of that box
that I was showi ng you on the | ast page, the total market
size about $9 billion. Now, if you look out to the future,
this is growwng real fast. So if you take 2004 and j ust
wal k t hrough the nedi um col unmm here, Internet connections we
expect that to go from200 mllion to 700 mllion; usage
will go from10 m nutes per day up to 60 m nutes per day.

Now, we will get to the point where people wll
actually be able to use the Internet to watch tel evision, or
tel evision-like prograns. And as they do that, they're
going to spend nore time with their eyes glued to this
screen instead of the other screen that's in the living
room Average access speed is going to go up a | ot because
we're going to be sending a lot nore data, a | ot nore
interesting stuff to those screens. Prices will probably
collapse like they do in all of these commobdity markets, but
we just kind of run through a cal culation: A medi um narket
potential when you nultiply all that out is $172 billion in

the year 2004. So noving from$9 billion to $172 billion,
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that's a lot of gromth. And Enron, | think, is
wel | -positioned in that marketpl ace.

So that's what we're doing in the conmunications
business. So as | | ook across all the different businesses
of Enron, our transportation and distribution business,
great cash flow, great earnings, continue to find growh
opportunities in the marketpl ace.

Qur whol e business is North Anerica, Europe, South
Anmerica, and India show ng very strong growth, extrenely
wel | -positioned. And we, typically, have the nunber one
mar ket position in every market that we conpete in.

Qur retail business, brand new business. W are
way ahead of the conpetitors right now W' ve got a strong
position there, growi ng fast, and we're bringing in the
customers. W're starting to execute on those contracts,
but a great story, a great performance in that business

And then our conmuni cations business. |t's new,
it's different for Enron but a | ot of characteristics of
that business are simlar, and it has enornous growth
opportunities for the business.

So when | |look at Enron, all the different
busi nesses and how they're performng, and | | ook at the

stock price--we're selling at about a 28 nultiple right
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now-that's low for the growth potential and the market
position we have in all the markets we participate in. So |
| ook for very strong growh in Enron stock price and strong
performance fromthe conpany in the future.

So, in conclusion, as | nentioned, our businesses
are unique. Enron's got a great set of businesses here.

W' ve constructed sonething very, very special over the | ast
decade, a know edge- based network supported by very strong
asset positions. Scale and scope, we donm nate those markets
that we conpete in. W have innovative people which create
i nnovati ve products and custom ze sol utions, but at the sane
time we have been effective and continue to focus a |ot on
the managing of risk in the systemto ensure that we're not
taking on risks that we can't handl e.

We continue to gain substantial market share in
rapi dl y-grow ng, deregul ated markets worl dw de, and we have
a commtnent to get all that stuff and make it work together
to provide substantially increased value to our
sharehol ders. So, overall, the conpany's in great shape,
great performance third quarter. Fourth quarter is |ooking
very strong for us as well, so with that, let nme turn it
over to Joe to tal k about people and culture.

MR. SUTTON: Thanks, Jeff. | feel |ike Roy Rogers
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today. They gave ne two holsters here, so l'mgoing to
be--two guns here. | feel like I'mweighted on both sides.

Good norni ng, everybody.

(No response.)

Good nor ni ng!

AUDI ENCE:  Good norni ng.

MR. SUTTON: Good. Let's get alittle bit of life
in this group, huh? This is a huge audience. | was
surprised. In the front row, you don't see all these
people. Geat, as you get back to work.

(Laughter.)

Let me just talk for a mnute this norning about
probably the nost inportant aspect of our conpany, and
that's people. | think that you' ve seen from Ken and Jeff
that the conpany with regards to its financial performance
and its operating performance is just doing fantastically
wel |, doing exceptionally in every area. |f you travel
around to the different parts of the Enron enpire, you see
t hat everybody is having success, and that's great.

But that success is due in large part--in fact,
al nost entirely-- to you folks, the folks in this room the
fol ks out there on the screens that are watching this

presentation in all parts of the world.
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As you saw fromthe last map that Jeff put up, we
have--1 call them Enron dots--but Enron dots all over the
gl obe right now And | think as our business expands and as
we continue to redefine our business, you' re going to see
nore and nore of those dots around the globe. And | think
that's what nmakes us a dynam c and uni que conpany. And
that's all due to your efforts in large part.

There used to be a joke told about major oi
conpanies, and | think this probably applies to many
conmpani es who are based on a hierarchy, and that's that, you
know, you conme to work for the conpany, you work for the
conpany for 40 years. At the end of 40 years, if you're
| ucky, the chairman has died and everybody noved up a notch.

(Laughter.)

No, Ken. Geez!

MR. LAY: That's if you're |ucky.

MR, SUTTON:. That was if you' re lucky, that's
right. And, really, the only new enpl oyee woul d be the
st enographer who the new chairman hired. And that's how t he
whol e t hi ng wor ked.

VWell, of course, Enron's not that type of conpany
nor are nost conpani es that are being successful today.

What you have is you have neritocracies, you have people
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reinventing their jobs every day, people who have taken
ownership of the conpany. Wat | want to drive hone, the
point I want to drive hone to you, is the nane "ownership."
This is your conpany. You' ve heard your conpany's doing
very well. Your conpany's doing well because of you. And
how do we keep it doing well? How do we keep it noving
forward?

| think we do it with One Enron. W tried in the
last tinme we talked to you, we tal ked about taking down
silos. W tal ked about trying to nake our conpany nore
i nteractive, nore one conpany. And we worked very hard on
that in the |l ast several nonths. And | know many of you see
still sonme segnentismin the conpany, but for the nost part
we' ve nade great progress. | think that with this chart, it
shows the nany different parts of one Enron that we have to
keep on enphasizing, if we're going to expand gl obal ly.

We're comng in on a couple here. The first one
we're comng in on is network businesses. Your business,
whet her you know it or not, or whether you believe it or
not, is a network business. | think the one thing that |'ve
seen nost in the short tinme |'ve been in corporate
headquarters is the nmany different abilities we have in

Enron, just a huge anount of abilities we have out here.
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And | think, as we redefine out [our] business, we're going
to find the opportunity to bring all of those abilities to
the forefront, bring theminto our package, our val ue
package that we're offering.

An exanple is in retail. | think probably the
part of business |I've been nost inpressed with inside Enron,
the corporate part of Enron, is the retail part of the
busi ness because, as Jeff showed, the business is doing
great, but the nost inportant thing is we're out now in
contact with the customer, and we're no longer talking to a
whol esal e provider, we're no longer talking to a utility,
we're talking to a custoner. And once you assess that
custoner, you do a good deal with that customer: He
out sources his requirenments to you, then you're under the
tent. There's all kinds of ways you can bring value to that
who's | ooking for this val ue.

We can bring value in water, we can bring value in
construction, we can bring value in finance, we can bring
val ue through engi neering services. W can bring val ue
t hrough our communi cations services over tine. Al of this
is going to be packaged together as a network of products
that we're going to bring to our customers. So | think if

you | ook at One Enron, we're noving towards a series of
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really and truly network businesses.

There are going to be nore than just your little
group of people that you work with. And these groups wll
be groups that are working on different projects throughout
the conpany in growi ng out [our] business.

The second point | want to enphasize is the point
on nmeritocracy. A conpany can't survive today if it's
hierarchical. It's got to be a total neritocracy. You do
good, you get pronoted. You have a great idea, you get
recogni zed. You get, you know, you work harder than the
next guy, and you get a chance, you know, to nobve up in the
corporate structure. And that's got to be based entirely on
nerit. That can't be based on what's your--where you cone
from or where you went to school, what your race is, what
your religious preference is. The whole thing's got to be
based on how well you are as an enpl oyee.

And what we're trying to pronote here is we're
trying to pronote a system of enployees where neritocracy is
what counts. And we want people with different opinions,
different ideas, different attitudes. That's what nakes our
conmpany strong. So if you |look at this chart and you see
One Enron, | think the whole thing can be grabbed just if

you'd | ook at network businesses and neritocracy. That's
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what we're novi ng toward.

This chart is one of ny favorite ones because |
think it's neat |ooking.

(Laughter.)

But if you look at this chart, we have an Enron
talent pool. W bring all of you great talent people in,
and we' ve tried to knock down that system of silos we had
before. Now, sonetinmes you have to have a sil o because
you're form ng a new business, so everybody's got to get
toget her to nmake that business work. Well, we've gotten to
t he poi nt now where we've got to knock those down. W have
a series of conpetencies around the conpany, we can bring
together a network fashion that will be maxi numvalue to
Enron. And, hopefully, at the end of the day what we end up
with is being able to have top talent recognized. This
process is key to what we're trying to do.

Just let nme talk a mnute about the business
nodel , because | think this is sonething that applies to al
of you. If you |look at this slide, it talks about a node
for business. Now, our nodel, |ike nost nodels starting
out, was probably assets hardware, and we were a producer.
If we | ook back to Enron's days, the E and P days, the gas

pi pel i ne days, the asset devel opnent days-- and that's stil
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I nportant to our business to a certain degree--but we have
to transcend that and nove into a maybe a little nore higher
val ue organi zati on.

And those val ues conme primarily through service
skills, that Jeff tal ked about sonme of our software
appl i cations, and, of course, we've been a very good deal er
in arbitrage (ph) for quite some tine. But the idea is you
take your capital i1nvestnent, your asset investnent, and
then you build on that investnent in |ess capital-intensive
ways by adding value, different value streans. And that, of
course, increases your return on your invested capital which
Is what we're trying to put forth here.

O the organi zation, | think that you can | ook at
this, and you can sumit up, probably, that the best way to
do it is say: Probably today, one person with a |laptop in a
hotel room can do as nuch as 10 fl oors of people could have
done in an old organization. That's not to say you want
| ess peopl e; what you want is you want nore of those folks
with | aptops out there generating business. So if you can
| ook at a network of people, and you have soneone working on
a systemor a net, and they can interact with other people
in a much quicker, much faster way, then you could just

mul ti ply your business exponentially. That's what we're
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tal ki ng about here.

The last thing, of course, is yourself. | think
we want --you know, | really--you know, when you say
"enpl oyees, " but an "enpl oyee" nay connote the wong thing.
You know, what you are is owners. You're all owners.
You're a systemof--you're a group of entrepreneurs, have
great skills that every day you want to bring those skills
to the place where you work and apply themin creative,
i nnovative ways. And you shouldn't be constrained at all in
how you do that. That's what we're noving toward.

This little chart here tal ks about the work force

alittle bit. You know, we have nore and nore a gl obal work

force. Just look at Enron. | nmean we've got in this room
al one, | nmean how nmany people in this room speak a | anguage
ot her than English, raise your hand. I'Il raise mne, okay?

How many people in this roomwere born sonepl ace
ot her than Texas, raise your hand? Yeah.

How many peopl e were born in soneplace other than
the United States, raise your hand?

That's great. How many of you--uuh-- we could go
on and on like this. But the point is we have a totally--

(Laughter.)

No, | wasn't going to ask that question, okay?
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No, but | think that's great. You know, we're noving
towards a diverse work force. W have a work force that's
physi cal |y diverse, geographically diverse, background

di verse. Now, we've got to bring all that together, and
that's what nmakes Enron good, see, because you bring al
those different backgrounds and opi ni ons and vi ews and
educations and bl end those |ives together, if you can put

t hose together, then we've got to be the npbst innovative
conpany in the world. W've got to be the npbst creative
conmpany in the world. W've got to be the nopst progressive
conmpany in the world. That's what we're trying to get here.

Ckay, next question. This is a nore difficult
guestion. How many of you have conpl eted your ETC survey?
St and up

The rest of you have no right to say anythi ng bad
about this conpany forever. Ckay?

(Laughter.)

It takes 10 m nutes, 10 m nutes on your conputer
to get the ETC survey out and conplete it, okay? And we
want you to do that. W want you to do that. R ght now we
have about 3500 peopl e who have responded, and that's good,
and they're fromall over the world. That's why--that's the

way it is now. This is a tool we can use to correct
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problens with the conpany to identify things we need to work
on. | want you to know it's not traced back to you.

There's no way that Ken and Jeff and Joe can trace back to
you what you said on your form okay? W tried. It doesn't
wor K.

(Laughter.)

But there's no way we can get back to you on the
form so it goes to a central clearing house, and they give
us the results. W want you to do this. So all those of
you who were sitting down, get a little energy. Wen you go
back today, punch up the conputer your ETC survey so we know
what you think about the work conditions and what's going on
at Enron. Okay? Pl ease.

We have extended the deadline till Friday so you
have till Friday to get your input in. [It's your conpany.
Take owner shi p.

W have a unit [yearly] nmnanagenent conference at
San Antonio for our vice presidents and above in the
conpany, and we had this--it was about 500 of us there a
coupl e of weeks ago--there is hope for all of you. And one
of the best things that came out of that neeting was the
recognition of the chairman's award. W started this |ast

year, and we had a young man nanmed Repa (ph) in Indonesia
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who did sonething very heroic and won the award.

This year we wanted to push it nore toward the
enpl oyees in every-day functions and activities. And |I'm
proud to report this was a 100 percent success. W had over
250 recomendati ons for people in the conpany just on
every-day perfornmance, every-day exenplification of our
vision and values. And it was tough to pick w nners because
everybody was pretty close to the |ine.

So next year as this winner's award cones out,
just make note as you go through yours. People have done
things that you work with that really support Enron's
val ues. You know. respect, integrity, comunication, and
excellence. And it's nice to |l et one of your coworkers up
or sonebody up and say, "I reconmend this person because
they' ve done this, this, this, and this." And, believe ne,
it's a fantastic way to recogni ze people that are doing good
i n the conpany.

This year's--this year's w nner was Bobbi e Brown.
And | just want to read you a couple of things about Bobbie
so you know what got her the award. First of all, she's an
adm ni strative assistant at Portland General in the Human
Resource Departnent. And, of course, she won the award.

Enpl oyees for all over that conpany adm red Bobbie. Wy?
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Because they've grown in ways that they couldn't inagine
fromworking with her, and they exenplified those and put
those on paper in all of the recomrendati ons we had for her.
In addition to her recomendations, she had a nunber of
peopl e that signed the form-1 nean it was over 200 people
signed the formrecomendi ng her when it cane in.

The key thing is, is that she's respectful of
others even if they don't give her respect, which is kind of
tough sonetines. Mst of the tine, when sonmeone doesn't
respect you, you want to nail them

(Laughter.)

But she--she turned it the other way. On one
occasion her friends told us that there was an auditor who
was there, and he was condescendi ng towards Bobbi e because
he t hought wonen, and particularly wonen of color, were
inferior and that she was just a nenial clerk. Bobbie's
cowor kers who heard the auditor expressing these attitudes
were furious, but Bobbie continued to respond to his
requests with the sane professional manner she always did,
and she continued to work on and in a dedicated way work
through this. That's probably one of the highest points of
respect we can offer, when you're able to take soneone

el se's disrespect and still respect them

46



She's a beat artist (ph), she's a collector of
children's books, a nother of three, a grandnother of four,
a volunteer coordi nator, she teaches the African Anerican
culture, a nentor for children, a | eader for coll eagues, and
a friend for all. That's what was in her report.

| can tell you, Bobbie's words at the conference
were uplifting. So we picked a great person this year. 1'd
like all of you to be nom nated next year for this thing if
you coul d be.

We al so picked a roundtabl e which were sort of the
12 runner-ups on the award, and they were equally good.

This is a list of those, those people are, and | wll tell
you that our values are alive and well in Enron. They're
out there, and they're getting reinforced every single day,
and these awardees certainly show that.

Wth that, 1'lIl close by saying it's your conpany,
and this conpany's based on people, creative, innovative,
the best people going, and that's all of you. So let's keep
it nmoving. Wth that, | think we're ready to answer
guestions, right? Ken and Jeff?

MR, LAY: Joe, | do think there's a couple nore
things to wap up the chairman's roundtabl e di scussi on.

think we have here in the audi ence today, | think four of
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the finalists, four of the roundtable of 12: Karen Canpos,
Doug McNeal |y, Kevin Moore, and Craig Sutter. Wuld you al
pl ease stand up and get a big round of appl ause.

(Appl ause.)

And | agree with Joe. | nean all of the finalists
wer e outstanding. Obviously, Bobbie was the final choice of
t he enpl oyee conmttee. As Joe said, this was
enpl oyee-driven all the way fromthe nom nations to the
sel ection commttee. And, basically, Jeff and Joe and I
just acknow edged them at a dinner, a very special dinner at
t he managenent conference over in San Antoni o.

| think, finally, before we go to questions, as
Joe said, we had al nost 250 nom nations. And |let ne say,
just going through sonme of those nom nations, many of those,
of course, were equally disturbing [deserving] as even the
final 13. For those of you in the audience that were
nom nat ed--and | think nost of you know if you were
nom nat ed or not--would you pl ease stand up? Let's give

them a round of appl ause.

(Appl ause.)
Now, the main thing | |learned fromJoe is that
it's unlucky if I don't die. I'mgoing to watch himrea

careful ly.
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(Laughter.)

But let's do now go to the--1 think with that
we're now signing off with the renote |ocations where this
has been streanmed t hrough our comuni cati ons people, so
we'll sign off in London and New York, and Oregon and
Calgary. And now we'll get down to the Q and A here in the
audi ence. We'll start off again with the ones that were
submtted in advance, but we certainly want any and all of
your questions. People are going to wal k down the aisles
here in a little bit, I think.

The first question, which we've really addressed,
but 1'Il just hit it very quickly again.

"Why has our stock price decreased over the past
several weeks, and what is managenent doing to get it back
up?"

As | said, | think we sonetines |ose our
perspective here. W still had a good year as far as total
return to our sharehol ders, had a good two years. W're
never satisfied, and | don't want us to ever be satisfied
with a stock price; it should always be higher. And,
certainly, Jeff and Joe and | believe it should be higher.
I ndeed, we still think even over the next several nonths

that there's a good chance that the stock price could be up

49



as much as 50 percent, and | think there's no reason to
think that over the next two years that we can't double it
again, at |east double it

agai n--and could do even better than that, of course,
particul arly dependi ng how this whol e nessage on our
comuni cati ons busi ness plays out over the next several
nont hs.

As far as what managenent's doi ng, we're working
all the tine to refine our strategies, to inplenent our
strategies, to obviously identify those people, get the best
people in the right jobs, get the right organization, try to
use all of the talents that we have throughout the conpany
just to continue to kind of redefine all of these markets
where we're operating. And | think we've done a pretty good
job collectively, all of us have done a pretty good job
coll ectively over the |ast decade.

The next question | think relates to sonething
Jeff--1"I1 let you take it.

MR. SKILLING Okay. This question is: "D d Jeff
Skilling really say, quote, "All assets are for sale,
unquote. |If so, why are all assets for sal e?"

(Laught er)

Well, | think the exact quote | would inagine is
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bei ng referenced there is | have said on many occasi ons--and
I think we all need to be thinking about this--that our
entire conpany goes on sale every norning at 8:30 Centra
time when they ring the bell in New York. W are for sale
every single day, and that's the report card. And people
can buy us on that market; people can sell us on that

mar ket. And so what we have to do is we have to respond to
that by running the business in the best possible fashion
that we can

And let me tell you what sonme of the issues are
that we're grappling with now Ken tal ked about the
opportunity to increase our stock price by 50 percent. |
really believe that's a possibility, and I'm going on record
today as saying that | believe the stock price will be at
$62 to $63 at the end of next year. And | think it can get
there because | think we've got a |l ot of good things in the
wor ks.

But et me tell you how to get there, and if you
want to wite these down, feel free to do so because these
are ball park that I think we're going to see over the next
year. Start off with our core stock price of $40--let's say
$40, we're actually a little bit below that, but let's say

$40. If we're able to hit the nunbers--and we've just gone
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t hrough the budgeti ng exerci se and we have targets for al

of our business units right now-if we hit our nunbers over
the next year, you can add $6 to that, about 15 percent
because we're projecting a 15 percent earnings increase over
the year, so probably the m ddle of the year as |long as
we're on track, the market will start reacting to that and
give us credit for that, and that will be about $6.

If the retail business continues to build on the
track record that they have, | think fourth quarter doing
what we said we're going to do is going to have a very
positive effect. | think we'll get another $3 out of the
retail business just because of things that we see that the
mar ket has not seen confirmed yet, and |I'd inmagine that over
the next couple of quarters that will be confirmed in the
market. That's probably $3, naybe a little bit nore.

Enron On Line. There's a lot of interest in new
Internet technologies. |If Enron On Line works the way we
think it can work, it will be a whole lot nore than $2, but
| think $2 is a reasonabl e nunber to assune if we get good
performance fromthat, we get sonme liquidity in the
mar ket pl ace, and people begin to think it can enhance our
growth rate | onger term

So that in sort of what you could call our
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traditional businesses. That's $11. So if all those things
happen, by year end we'll be at $51 a share. Now, |'IIl talk
about two conponents, two additional conponents to that that
are kind of wwld cards. One is the comunicati ons busi ness

and the other is sonething that | call return on capita

I nvest ed.

And let nme start with the return on capital
invested. Enron sells at a nultiple of about 30, a price to
earnings nmultiple of about 30, and that neans that we earn,
or we're projecting that we'll earn $1.35 next year. |If you
mul tiply that by 28, you can get what the stock price wll
be, and that's kind of that $6 added onto the core stock
price. A28 multiple is a high nultiple for an energy
conpany. |It's al nost double what the nultiple is for other
energy conpanies like us, and the reason it's double is that
people think we're growing faster, and they think we're
going to earn nore noney in the businesses that we're
gr owi ng.

| f you take our 15 percent growh rate that we've
tal ked in the nmarketplace about, they like that. But to get
to a 30 nultiple, you need nore than a 15 percent growth
rate. If you tell themthat you can nmake 15 percent and if

t hey believe you, you also need to be earning about 20
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percent return on equity, about 21 percent, actually,
because your long-termgrowh rate without having to issue
new equity is equivalent to your return equity plus your
book dividend rate. So 21 percent when it's five percent
book dividend rate. W can naintain a 15 percent growth
rate without issuing new shares that dilute our existing
shar ehol ders.

So two nunbers to keep in mnd: 15 percent growth
rate, 21 percent return on equity to get to a 30 nultiple.
Now, we'd like a higher nultiple than 30, but just get to a
30 nultiple, those are the two nunbers to keep in m nd.

We are hitting the 15 percent growth rate, but our
return on equity is not 21 percent; our return on equity is
10.5 percent. Big gap there, and the reason that they're
still giving us credit is they believe in the long run we
wi Il reduce our capital intensity. W've had a big
construction program a big investnent program They expect
that we'll be able to get our invested capital down and get
our return up, to get our return on equity up, over the next
couple of years. And they're giving us credit for that.

We have got to show continued progress along those
lines, so what we have to do is we have to find ways to

i nprove our return on invested capital. Everything else
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stays the sane, our dividend--or our multiple--will drop by
one-third unl ess we convince themthat we can earn a fair
rate of return on our invested capital. So when people hear
me tal ki ng about assets and rates of return on assets,
that's what we're tal king about. W have got to get our
return on increnental capital up

Now, | think we can do it. | have every
confi dence that we can do it, but we have to put that in our
obj ectives over the next year, and that's baked into the
plan for next year. And |I'mcertain that we can get there.
But what it requires is a real top [tough] review of all of
the capital that we've invested across the conpany, and if
there are places that we're not earning a good return,
figure out howto fix it. |If there are people that want to
pay us a ot for an asset that's worth nore to themthan
it's worth to us, we've got to find ways that we can capture
that because we've got to get that return on equity nunber
up over the next couple of years.

So to the extent that--did | say all assets are
for sale? Probably, because they are. W need to | ook at
them W need to see what's strategic, what is quarter
busi ness, what's mission critical. If it's mssion

critical, it's here and we need it, and that's what's goi ng
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to create our earning streamin the future. [If it's not
mssion critical, we're not earning a good rate of return on
the stuff, we've got to do something about it. O herw se,
the stock price has got sone sensitivity.

So I'Il get you up to $51 a share. As long as
they're convinced we're returning, or increasing our return
on invested capital, it will be $51. If it isn't, if we
don't convince themof that, we're at $36 at year end next
year. So $51 plus we convince themwe're going to hit a
return on capital nunbers, we're going to be at $51.

And then the next big uncertainty is
communi cations. | think that if we're good at conmunicati ng
what we have, we've got another $10 to $15 in stock price
fromthe comrmuni cati ons busi ness, but which could get us up
to the $65 range. | think we'll be able to do that, and so
| think we'll be sonmewhere in the $62 to $63 range.

And I"'msorry that was such a | ong, drawn-out
di scussion, but I want you to understand what sonme of the
pressures are that we, as a conpany, face in the capital
mar kets and the things we need to keep in m nd as we nove
t he conpany forward over the next couple of years.

MR. LAY: Wiy don't you take [inaudible] there.

MR. SUTTON: One question that cane in said: "Wy
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did we sell PG&E?" You know we did sell Portland Ceneral.

It's not been sold entirely, it's ours until the regul ators

approve it. That'll probably take nine to 12 nonths, so

it's ours probably through the next year, through year 2000.
W sold P&E, primarily, because when we bought

the utility, we needed the utility experience. W were

| ooki ng at deregul ated markets, and we needed to get in and

| earn that part of the business. W did that, we got good

value fromP&E, and it's still a good utility, a very good
utility and it will continue to be so, but it's a regul ated
return. It's regulated, so it doesn't fit with our strategy

going forward, so we felt the best thing to do was take the
value we'd gotten out of it. W sold it for alittle bit
nore than we paid for it, and now we can nove forward in
attacking the markets in a little different way. It just
didn't deregulate as fast as we thought it woul d.

MR. LAY: And let ne also rem nd everybody, we
have m kes here in both aisles, so if you'd |ike to get up
and just ask your question in person, that's fine, too.

Next question here: "What is the deal with EDS?
As a group, they are the worst tech support we have ever
encountered in all our years of working. W know of only

one person in that group who's consistently eager to help
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and who is cordial and consistently follows up. W realize
EDS is al nost out the door--or so we heard--and that another
contractor is on the way in. Wiy doesn't Enron hire
permanent, full-tinme tech support for all the conpanies?
EES enpl oyees' permanent full-tinme staff and its tech
support group and the rate, the sane is supposed to be true
with Enron North America, and we know that Enron North
America has had the sane problens when they were using EDS
Contractors always start out great and then it's down hill.
Pl ease fix the problem™

(Laughter.)

| would say that we got sonebody here with
sonet hing on their m nd.

(Laughter.)

(dds are they don't work for EDS

(Laughter.)

Probably work for EES, but good points. And there
has been a certain | evel of dissatisfaction with EDS. That
arrangenent was originally struck again al nbst a decade ago
where it was done for good financial reasons. | think over
the full course of this period the savings that we've
realized certainly justified what we did.

It is very consistent with our philosophy that
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Enron is not necessarily going to be world class at
everything. And no other conpany is either. And that's the
reason we think that we can provi de energy outsourcing
solutions to conpanies virtually across the board, no matter
if they're well managed or not well managed, and save them a
| ot of noney over a period of tinme. And let nme say | think
thus far we've denonstrated that to be true. Even the
best - managed conpani es, we can nove in and take their energy
assets that's not a core business for them that's not one
of expertises, and we can save a | ot of nobney.

Enron will continue to | ook at its businesses that
way. W do outsource a lot of things, including our
internal audit function, which is a little unusual for
conpanies. But I will not say that all of these have been
totally successful, and, certainly, we continue to | ook at
all the critical functions that we outsource and make sure
if the current provider is not performng, then we wll mnake
changes.

So | think the points here are really well taken
| kind of kidded about it a little bit, but, certainly, in
i nformati on technol ogy and given the direction this conpany
is taking, we can't have--we can't have second best in

anything in that area. And so it is an area that's getting
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a lot of attention now, another reason we set together the
gl obal technol ogy group. M ke and his group are | ooking at
this across the whol e conpany, across, around the whole
worl d just to nake sure that we do continue to upgrade and
inmprove the quality of our IT activities everywhere.

MR. SKILLING "WII Enron every nerge with a
conmpany, i.e., Mbil?"

Well, unfortunately, Mobil has just nmerged with
Exxon, so it won't be Mbil which really disappoi nted ne,
because if we could have nerged with Mbile, then we could
have been MORON.

(Laughter.)

Darn it. W tried. W tried really hard. It
just didn't work. No. WII| Enron ever nerge with a
conmpany? You know, | really don't think so, and we've
| ooked at a | ot of different conpanies in the business that
could add sonething to Enron. W' ve |ooked at electric
utilities to see if there would be a match. Well, a |arge
electric utility is a regulated conpany, it doesn't bring us
much, mght hurt a nmultiple. W' ve |ooked at other energy
conpani es and, quite frankly, when you | ook at the energy
stream now, there's enough of a |iquid market in production;

you don't need to own production any nore. So we've | ooked
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at a lot of different alternatives, and we really haven't
seen anything that adds nmuch to the business. | think we're
kind of on our own, and we're going to have to build val ue
for our shareholders and build the conpany the ol d-fashi oned
way, just providing better services, better costs for our
cust onmers.

So | think we're on our own, which is good.

MR. SUTTON: |'ve got one here: "lIs it reasonable
to think a conpany |ike Enron, which is so focused on the
next one or two or even eight quarters' earnings, can
devel op a profitable network of industries in poor countries
wi th | egal underpinnings like India, China, and Brazil?"

First of all, I think it's inportant to understand
that we have--you know, | know this fairly well, and we' ve
put a great deal of effort and capital into Brazil at this
point. And in Brazil we probably have the best physica
network of facilities in Brazil, of assets in Brazil, of any
conmpany in that region.

Now, with the challenge in Brazil is to take that
capital investnent, and they've got to grow that business in
a way that adds value and is not capital intensive. You can
only put so nuch noney into sonething before it has to start

yielding returns. And the key in this sector is to take
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this great network we have of assets in Brazil and add val ue
fromthat network using our presence in the market, our
abilities froma nanme perspective, what we can do in terns
of | everaging those into other opportunities that are |ess
capital intensive to draw that narket.

We've done simlarly--a simlar thing in India.

As Jeff showed you up here, we built a power plant. Now

we' re expanding that power plant. It yields a very good
return, but the key there was to get into the country so we
coul d expand our business there in a noncapital -intensive
way. We're doing that now in India through the gas business
Jeff tal ked about, through communi cati ons, those type

t hi ngs.

Chinais alittle different story. Chinais a
tough place. It's hard to get into China, and it's hard to
get a business established there in a base of assets or a
base of business that allows you to growit. W're
re-l1ooking China right now W'IIl stay actively involved in
China, but maybe in a different and a little slower fashion
than we have in Brazil and India.

But the answer to the question is: Yes, we think
we can. It's inportant to our business to work in sonme of

these energing markets, particularly the good ones. W' ve

62



got great positions right nowin South Anerica and I ndia,

and there will be |ess capital-intensive businesses going
forward in those regions. China | think we're still 1ooking
at .

MR. LAY: Not surprising, we have a nunber of
questions about Azurix. I'mgoing to tick themall off
there, and then respond in a general way to all of them and
let Jeff and Joe add anything they'd like to.

"How much | onger will the Azurix be an Enron
conpany. Wiere do you see Azurix five years from now, stock
price, et cetera? Do you think that the current situation
of Azurix is bringing Enron stock price down?" On the
|atter, it probably has been a bit of a negative. |'m going
to answer all of these in a mnute, but there has been a
little bit of a fallout fromthat on Enron stock.

"What is the specific time in the Azurix spin-off?

Fi nanci al health and potential success of the Azuri x.
Future planned rel ati onship between the Azurix and Enron?
What are we going to do about the Azurix? Can we get the
stock price to recover? Wiy--"--well, this had to do with
the Azurix enpl oyees.

"What' s bei ng done to enhance perfornance,

profitability, and share price of Azurix?" And then,
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finally, "How could Enron dupe its own enpl oyees by not
telling us that the net tangi ble book val ue per share of
Azurix as of 12-31-98 was only $7.37 whil e Rebecca was
selling it to us at $19 per share?"

Don't hol d back

(Laughter.)

| nean if you' ve got--

(Laughter.)

| f you got sonething on your mnd, put it out
there. To kind of answer all of those in a nore generic
way--and let nme say | think our total cost in Azurix is nore
i ke $17 or so a share, and, of course, we sold about a
third of our ownership in the Azurix at $19. | nean we were
part of that public offering. W, of course, still own
about 70 percent, and let nme say we didn't sell a third, or
30 percent, because we expected the stock price to go down,
as it has. But, primarily again, just nonetizing sone of
that asset to redeploy that capital into other parts of our
conpany.

What' s happened there is, in fact, too bad. It
maybe in part couldn't have been prevented; maybe part of it
coul d have been prevented. But indeed, the deal flow that

was anticipated at the time of the public offering was just
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not realized. A lot of the transactions, the privatizations
that they were planning on, at |east there was sone
probability of success. The growh of the conpany, a nunber
of them got del ayed, they got diverted, and they got
restructured in a way that they weren't attractive for

[ naudi ble] to bid on them et cetera.

And, of course, with a new start-up |like that,
time is very precious. You don't have all that nuch tine to
prove that your gane plan's going to work or it's not.

Let nme say, going forward, indeed | think probably
i ke the stock market usually does, it's probably
overreacted. | nean we think whatever the tangi ble book
val ue, we think just an absol ute breakup value for the
conpany is probably $11-$12 a share, so the drop down to $7
or $8 is a little hard to justify, except sone people decide
to get out and take their | osses before the year end, and
the rest of it.

But, nore inportantly, the managenent teamthere
is working hard, and, certainly, Joe and Jeff and | have
spent sone tinme wwth them and we'll spend a |lot nore tine
with them over the next nonth or so, but working hard to
come up with a strategy that will, in fact, create value in

t he stock market nuch higher than $11 or $12 a share fairly
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qgui ckly. And we say quickly, we're tal king about the next
12 nonths nore or less. So that is the target. | nean cone
up with the gane plan that, in fact, will get the stock
price back up at a reasonable |evel, hopefully, the md
teens over the next 12, 18 nonths, 15 nonths. And then, of
course, fromthere it'Il be nmuch stronger financially in
order to do a |lot of the other things that they want to do.

And a lot of that's going to be just bl ocking and
tackling, just doing a ot of things they' re doing, doing it
better, doing it cheaper, doing it nore efficiently, but
really getting focused on the two or three things that have
the greatest potential. And that could include sone of the
servi ces business that could grow very rapidly and at good
returns.

But, certainly, Enron doesn't like to be
associ ated with any conpany that's not successful. W're
sorry that the Azurix has not been totally successful, but,
certainly, we still believe that the strategy is in place,
or is being put in place that, in fact, can nmake for a very
successful conpany.

Anyt hing you want to add to that, Jeff?

MR SKILLING [ SUTTON]: | didn't send all those

cards in on the Azuri x. | nmean |'m a sharehol der, too. Al
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of us are, and we probably got it at the sane price you did,
and | think everybody wants to see the conpany inprove, and
I think that Rebecca

and her team have got it focused now for all that to happen.
So we're all hopeful that wll be a positive in the next
several nonths.

[ MR SKILLING 1've got one here, and, actually,
I"d like Cindy--would you mnd to cone up here and answer
this. This one, it says: "Has a replacenent plan been
identified for the ESOP?" And we've gotten a couple of
those and if you wouldn't m nd addressing that.

Wil e you' re doing that, while you' re com ng up
here, there was another one that | can probably answer
pretty quickly: "Wy were anal ysts and associ ates not
invited to the Enron North Anerica Christmas party while
anal ysts and associates rotating in other operating
conmpani es were invited to those parties?”

| s there anyone here from North Amrerica? | didn't
see Aiff or Kevin earlier. | nmean if sonmeone--if soneone's
working in North America | think they ought to be invited to
the Christnas party.

(Laughter.)

And so | will call up diff and Kevin when | get
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back, and I will give themny opinion and see if that has
any i nfluence on them

MR. LAY: Well, of course, that's kind of assum ng
that the associ ates and anal ysts behaved t hensel ves at the
| ast Christmas party.

(Laughter.)

M5. OLSON: On the ESOP question, the ESOP runs to
the rest of 2000, and we are currently working on sonething
that will replace it next year. So that's the answer to
t hat questi on.

Ken handed ne, also, a question on the Azurix
enpl oyees, and |I'I|l be honest with you guys, that question
is: "Wiay aren't Azurix enployees eligible for the enpl oyee
referral progran?” And I don't know why they can't be.
don't know that that was ever determ ned, so | would say,
yes, they are. Absolutely.

MR. LAY: Call G ndy.

M5. OLSON:  Call nme. "Should we invest all of our
401(k) in Enron stock?" Absolutely.

(Laughter.)

Don't you guys agree?

(Laughter and si nul taneous di scussion.)

MR. SKILLING You're doing good.
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M5. OLSON: Ckay. "Wy isn't the 401(k)
deductions split between both pay periods instead of being
deducted from one check?" Well, we can certainly | ook at
that. | don't know why we, |ike we can't do that. W'l
take that into consideration. Anything el se?

MR, SUTTON: Ch, a couple here. Kenny wants you.

(Laughter.)

MR, SKILLING Joe, | think you' re up. They've
got one.

MR. SUTTON: Plenty of them Here's one here that
says: "How is the space issue being address from now unti l
the new building' s conplete? W rk spaces are becom ng | ess
conduci ve to productivity."

Al I can tell youis, is | think we're, you know,
we' re doing our best. | know Bill [inaudible] is out here,
and you can offer comments if | screwthis up. But | think
the answer is we're noving the new building along as fast as
we can. W' re doing the best we can to rel ocate and
reshuffle inside the Enron building and 3-Al an (ph) Center
in the neantinme to give you a place to work.

Now, that's--you know, the bad news is it's going
to be alittle cromded until we get the new buil di ng done.

The good news is the conpany's growing; that's why it's
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crowded. So | think

that--Bill, why don't you cone up here for a mnute, Bill,
and just tell them about the new building. Oay? | nean,
we shoul d probably take a couple of mnutes to get a new
bui | ding up there anyway. Wy don't you just tell them
what's going on with this building?

MR [BILL]: Well, thanks, Joe. | really
appreciate this.

(Laughter.)

MR. SUTTON: This is the guy that's in charge of
the new buil ding, okay? |f anything goes wong, it's his
responsi bility.

MR [BILL]: Gve ne a call.

(Laughter and appl ause.)

Well, the good news is we really are noving fast
in the new building. The weather has been great, and we've
got a big hole out there.

(Laughter.)

W're actually two and a half nonths ahead of
schedule. W' re |ooking at occupying around May, June of
2001, and we'll finish the tower occupancy by the year end
2001. So, on budget, ahead of schedule, and in the interim

we are |ooking at |easing sone increnental floors over at 3
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Alan (ph). W just |leased two floors at 600 Jefferson, and
so we're watching it. If you have space issues that are
intol erable, please call, and we neet every Monday norning,
and we work on your needs.

MR. SKILLI NG [ LAY]: Thank you, Bill. Good.

MR. LAY: This just shows how strong Jeff's
| eadership is. The associates and anal ysts for the North
American group, they are invited to the corporate Christnas
party Saturday night. So any doubt about that, you're
invited to the Christmas party Saturday night.

Let's see. Let nme hit three or four new ones here
real quick, and then we're going to try to wap this up in
five, six, seven m nutes.

"Why not consider an office of Chairman of the
Executive Coommittee for all whol esal e operations? Each
region reports that office to the chairman of the executive
commttee, and we can, hopefully, retain the shared
know edge aspect of this oversight function. This they can
reconsi der, conbining the support functions, |egal tax,
accounting, structuring, human resources, public relations,
et cetera. Wthin each discipline, enployees can have
regi onal focus."

That's what we need, shared know edge, expertise
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within these functions. | think Joe alluded to sone of
this, but there is a concern, and let nme say we share this
concern. It is a concern that, as we' ve broken the conpany
up into snmaller profit centers in sone cases, regiona
profit centers, each profit center is trying to recreate
kind of their own back office, their own HR function, their
own PR function, and we've got to be very, very careful
about that.

| nmean, as Joe tal ked about in his presentation,
the concept here is really twofold: One is to kind of break
down the silos getting all the businesses operating together
better, kind of cross-fertilizing each other.

But, secondly, by creating smaller profit centers,
quite often what we found is you get faster growth. Wen
people really get focused on a region and really are
responsi ble for that region, we see new i deas con ng out,
nore creativity, and faster growth. W can't retard that by
bur deni ng both those groups and the whol e conpany with a | ot
nore staff functions than we really need.

So we wll keep |ooking at that, and to the extent
that we're seeing a | ot of duplication, we will try our best
totry to elimnate it because we don't want to create a | ot

nore bureaucracy and overhead by what we've done, basically,
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totry to streamline the way the conpany's operating.

[ Video goes to bl ack. ]

MR, SKILLING "--look over sone of our conputer
systens, and we woul d take over Enron--or |BM s energy
activities in North Amrerica.”

What we did is we started di scussions, and the
gane plan was very clear on that that they wanted to see
fromus val ue added i n nmanagenent of energy assets, and we
wanted to see fromthemval ue added in the way that they
woul d operate sonme of our systenms. And as a result of that
there's been a | ot of work done the scope of the outsourcing
i nformati on. Qutsourcing on Enron's side has been narrowed
very significantly.

And, M ke, what's the |atest status, so we--

VR. . [ I naudi bl e]

MR. SKILLING Strictly the portions of EDS s
systens. W are talking to them about outsourcing all of
their energy activities at a nunber of North Anerican
facilities on the manufacturing side of IBM So what we're
trying to do is trying to find sone way that we can do what
we do best, and they can do what they do best. And then
we're hoping to establish a little nore of an alliance with

| BM
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For exanple, they spend about $3 billion a year on
band wi dth, and we're | ooking for ways that we m ght have
some access to sone of that business in our conmunications
busi ness. Now, they're a big conpany, a good conpany. W
think there are ways that we can build |inkages between the
two, but each of those transactions, each of the portions of
the transactions has to stand on their own. They have to

create value, or we won't do them

MR SUTTON: |'ll do two real quick ones here.
First there was a question: "Wth the new buil ding going up
across the street, I'd like to revisit the subject of

on-site day care. Anpbng the reasons given in the past for
not having on-site day care were, first, poor access,
external exits, a specific anmount of square footage
dedi cated at the facility. Wth the new buil di ng bei ng
design by Enron fromthe basenent up, these are all [no
| onger] our concerns. So will there be a day care facility
in our future with Enron?"

| think the answer | can give you is, yes, there
will be. W're neeting now W neet, | believe, next week
again on the task force to get an update on this. | wll
tell you that Ken and Jeff and | are dedicated to getting a

day care facility at Enron for working parents, children,
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and that the ideais to try and do it the best possible way.
W want it to be a world-class facility that will provide
very good care. W're working on that right now, so give us
alittle time here, and wwth the plan out soon, | think they
w || accommodat e t hose needs.

One ot her question, and then I'll--these guys have
one nore here. This one is: "Wy doesn't anyone have a
fragrance policy?"

(Laughter)

"Qther companies are doing this. Wth the close
confines on many floors, to be assaulted by an odor seens to
be an invasion of ny work space.”

(Laughter)

| got to tell you sonmething. | think that--I
don't know- -

(Laughter)

| know what | want to say, but | won't.

(Laught er)

So | think that if you' ve got a problemon your
wor k space with an odor or sonmeone with an odor, then you
should talk to your nanager or supervisor, and, with
respect, they should ask that person to nodify the

condi tion. Ckay.
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(Laughter)

Sonme way or other. Thank you.

MR. LAY: | think you handled that very well, Joe.

(Laughter)

Let nme, two or three here, real quick, real short,
and then we're going to wap up because | know we need to
get back to work. But: "Is Enron ready for Y2K?" And the
answer is that we've done everything reasonably possible to
make sure we are ready for Y2K  Rick Causey has been
heading a task force with representatives fromthroughout
t he conpany for about three years now, and we've | ooked at
everything that could be | ooked at. W' ve tested everything
at least twce if not three or four tinmes now [It's even
had Board supervision, including the chairman of our audit
commttee participating in a lot of that, and so everything
possi bl e--and we will be |ooking very carefully that night
as 12: 00 mdnight strikes, starting off in the Pacific and
novi ng across Asia, India, and, of course, Europe and
through the Islands, and then eventually the United States.
And we'll know a | ot before it gets to the United States,
let's put it that way.

But | think what you don't know is about all your

ot her suppliers and custoners and provider and so forth and
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where they are. But | personally believe that there will be
sonme problens, but they will be nanageabl e problens for the
nost part.

You handl ed the fragrance policy. |'m not about
to get back into that one.

"Why has it taken so long to convert to one badge
to gain adm ssion per building--"

VO CE: [ I naudi bl €]

MR. LAY: Yeah, probably a |lot of us would share
with you that question. But apparently there are about 650

di fferent |ocations which have to be changed. And, of

course, to accept the new card. It has gone, | think, a
little slower than any of us would have liked. | think
we're getting close. | think all of the Enron buildings are

going to be done here in another week or so, isn't it, Bill?
Is that right? And all of 3 Alan, Bob, before Christnas.

So now the next questionis wll it all work? And
we'll work on that.

"Could we have a wider variety of nusic when
people call in and holding on the tel ephone?"

(Laughter)

Sure. And, | nean, the good news is | think we're

just about to the point where we'll have Christmas nusic for
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a while, don't we? So we'll start off Christnmas nusic.
But, no, | think that's a good point. Now, apparently, we
have a | ot of selection on different nusic, but apparently
when you pick up, well, whatever plays just plays one and a
hal f m nutes and just kind of keeps re-going. So, | nean
this is really a high technology thing. | nean, they've got
this worked out.

You answered child care.

MR SUTTON:  Yes.

MR. LAY: And then, finally, the final question
is: "How can we reduce the nunber of cigarette butts in
Anti och Park? (ph)"

(Appl ause)

A serious question, and, certainly--of course, we
have sone contai ners over there now which we have provi ded
the city and woul d agai n urge any snokers who do snoke over
there to use those containers. W also paid for an outside
cl eaning service to kind of help keep it cleaned up. So
it's not a matter that we're not trying to do our part. And
part of this question also had to do with a cigarette or
snoki ng cessation prograns.

We do have snoking cessation prograns. W do

provi de strong incentives for people to stop snoking. W
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refer to different prograns here in town, very effective
prograns, provide sone incentives, even dollar incentives
for people that do stop for a year, and again would
encourage that people continue thinking about that. |['ve
never been a long-tine termsnoker, so | can't speak to the
difficulty of breaking that habit. | knowit's incredibly
difficult just talking to other people.

But it's certainly sonmething worth trying.

Let me just say that, again, as you've heard from
all three of us, we're having a great year, again a great
year because of all of you. W expect to finish it up in
very fine fashion here over the next few weeks and, of
course, enter the new mllennium the year 2000, in very
strong shape.

Jeff has just laid out for you in very precise
ways, obviously, we can see sone erosion in stock price if
we don't do the right things. But if we do the right
things, there's no reason to think that we couldn't see a
$15, $20, $25 increase in stock price over the next 12
nmonths or so. And, certainly, we, as a nmanagenent team are
commtted to try to achieve that, doing everything we can to
put the strategies in place, et cetera, to make sure that

happens.
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And, finally, I wll say fromall of us,
certainly, we wish all of you a great holiday season. |
knowit's a little early for this, but enjoy the holidays,
enjoy your famlies, enjoy your friends, and, of course,
obvi ously cone back January 2nd or 3rd or 4th, whenever it
is, full of all kinds of vim vigor, and vitality and
comm tnent to continue to make Enron the great conpany it
I'S.

Thank you.

(Appl ause.)
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